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Bank of Greece Annual Report 


At the annual meeting of shareholders of the Bank of 
Greece on April 27, Professor Xenophon Zolotas, the 
Governor of the Bank, reviewed economic developments 
in Greece during 1960, discussed the country’s funda- 
mental problems, and suggested measures to solve them. 
During the last two years economic activity was stimu- 
lated chiefly by substantially larger public investment 
and exchange earnings from invisibles (shipping, emi- 
grants’ remittances, and tourism). This was especially 
the case in 1960, when industrial production, under the 
effect of these two stimulating elements, increased by 
10 per cent over 1959. Agricultural income, at constant 
prices, was lower in 1960 than in 1959, primarily as a 
consequence of unfavorable world market conditions for 
certain exportable products, as well as adverse weather 
and plant diseases. Preliminary official estimates indi- 
cate that in 1960 the gross national product, at constant 
prices, rose by 4.8 per cent, or appreciably more than 
in the two immediately preceding years. Fixed invest- 
ment is estimated to have accounted for a higher pro- 
portion of the national income than in 1959. 

The money supply expanded by 19 per cent in 1960, 
compared with 16 per cent in 1959, i.e., at a more 
rapid rate than the increase in national income at cur- 
rent prices. This resulted primarily from increased credit 
to the private sector, following the relaxation of credit 
restrictions in the closing months of 1959 undertaken 
with a view to stimulating economic activity. 

Wholesale prices in the Athens-Piraeus area increased 
by 6.1 per cent in 1960, compared with an increase of 
1.3 per cent in 1959 and a decline of 1.3 per cert 
in 1958. The larger increase in prices in 1960 devel- 
oped in the last quarter of the year, owing mainly to 
reduced output of certain important agricultural prod- 
ucts. Professor Zolotas stated that, under the conditions 
existing in 1960, the excessive monetary expansion did 
not give rise to inflationary pressures. 

Preliminary data indicate that in 1960 budgetary 
current revenue from domestic sources increased more 
rapidly (by 6.3 per cent) than did current expenditures 
(4.4 per cent). Revenues from direct taxes increased 
by 4.1 per cent and from indirect taxes by 9.5 per cent. 
As a result of these developments, the contribution of 
the current budget to the investment budget increased 
from Dr 813 million in 1959 to Dr 962 million in 1960. 
The deficit of the current and investment budgets com- 
bined was higher in 1960 (Dr 2,631 million) than in 
1959 (Dr 2,311 million), owing chiefly to larger invest- 


ment expenditures. The 1960 deficit was financed by 
U.S. aid and foreign credits (Dr 1,579 million) and 
domestic borrowing from sources other than the Bank 
of Greece (Dr 1,052 million). The latter sources in- 
cluded Dr 931 million of Treasury bills sold to the 
commercial banks (Dr 1,285 million in 1959). The 
over-all budgetary deficit for 1961 has been estimated at 
Dr 3,520 million, Dr 889 million higher than for 1960. 
The increase reflects larger investment expenditures, 
which have been put at Dr 5,000 million (24 per cent 
above 1959). The 1961 deficit is to be financed by 
U.S. aid and foreign credits (Dr 1,715 million) and 
domestic borrowing (Dr 1,805 million), including 
Dr 750 million proceeds from a public loan issued on 
the domestic market in November 1960 (see this News 
Survey, Vol. XII, p. 613). 

Private deposits with commercial banks and other 
financial institutions continued to expand in 1960, 
although the rate of increase in these deposits (22 per 
cent) was lower than in 1959 (36 per cent). A smaller 
growth in savings and time deposits reflected chiefly 
the investment of a larger part of private savings in 1960 
in bonds issued by the Government and the Public 
Power Corporation. Private deposits with the Agricul- 
tural Bank continued to account for a very small part 
of total bank deposits, despite the higher interest rate 
now paid by the Agricultural Bank. The Governor 
remarked that it was important that this Bank should 
attract considerably larger deposits, because the present 
method of using central bank funds to finance a sub- 
stantial part of new farm credits affects adversely the 
monetary situation. 

At the end of 1960, total outstanding credit extended 
by banks and other financial institutions was 17 per cent 
higher than a year earlier, compared with an increase 
of 11 per cent in 1959. The larger part—some 60 per 
cent—of this credit expansion resulted from a much 
more rapid increase in commercial bank credit, which 
expanded by 23 per cent in 1960, compared with 
8 per cent in 1959. As a result of these developments, 
there was a marked change in the liquidity of the com- 
mercial banks. Their cash (including deposits with the 
Bank of Greece) declined by Dr 908 million, to 
Dr 1,842 million at the end of 1960, while their 
liabilities expanded by more than Dr 2,500 million. 
Short-term bank loans rose by 12 per cent in 1960, a 
rate substantially higher than the increase in either the 
national income or the activities of the sectors financed. 
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Longer-term bank loans increased by 23 per cent 
and, as in preceding years, were mainly in connec- 
tion with basic productive sectors, particularly agricul- 
ture. However, the method of financing longer-term 
loans was markedly improved, the contribution of the 
Bank of Greece and government funds being reduced to 
about one half of that for 1959. 


The deficit in the balance of trade increased from 
$242 million in 1959 to $288 million in 1960, mainly 
as a consequence of larger imports of consumer goods 
and raw materials, reflecting reduced production of 
certain farm products and higher economic activity. 
Exports declined slightly. Exports to bilateral countries 
increased from 20 per cent of total exports in 1956 
to 31 per cent in 1960. Receipts from invisibles in- 
creased again, by Dr 22 million. The current account 
deficit ($80 million) was again more than offset by 
net capital inflow and U.S. aid, with the result that 
official exchange reserves increased by $16 million 
(compared with an increase of $46 million in 1959), 
to $223 million, representing more than five months’ 
imports. The Governor expressed the view that all 
efforts should be made to maintain and foster exports on 
a multilateral basis, but stressed that, in view of the 
structural weaknesses of the balance of payments, the 
heavy burden of defense expenditure, and the need 
to foster development under conditions of economic 
equilibrium, the Greek economy continues to be in need 
of foreign aid. This aid, to the extent to which it is 
utilized for purely consumption purposes, as for defense, 
would have to be given in the form of grants. 


Future Prospects and Policies 


Professor Zolotas went on to say that, as a result of 
the progress achieved in recent years, the economy now 
appears to have moved into a more advanced stage of 
economic development. The existing conditions of eco- 
nomic equilibrium, in conjunction with the prospective 
free access to Western European markets, will help to 
create a favorable over-all climate for investment. A fur- 
ther considerable increase in gross national product 
may therefore be expected in 1961, when incomes are 
expected to be sustained not only by a continuing 
increase in public investment and exchange receipts 
from invisibles, but also by a larger agricultural output. 
Certain readjustments are needed, however, if existing 
difficult problems are to be solved. These readjustments 
are connected mainly with further efforts to improve 
the technical and professional skills of the population, 
a systematic organization of economic planning on a 
regional basis, the recognition of the principle that the 
policy for economic development has, primarily, a 
“social” objective, and the application of more strict 
criteria in the selection of development projects. The 
prospective association of Greece with the European 


Economic Community (see this News Survey, Vol. XIII, 
p. 113) renders even more urgent the need for reor- 
ganization and intensification of the efforts for eco- 
nomic development. First priority should be accorded 
to production of exportable commodities at competitive 
prices. Systematic efforts should be continued to attract 


into the country foreign capital and organizational 
know-how. 


The time has now come, the Governor said, for 
policies designed to prevent a further substantial increase 
in the liquidity of the economy. An excessively high 
monetary liquidity, by making possible an excessive 
increase in total national expenditure, may produce 
inflationary disturbances, especially when efforts are 
made to mobilize fully national savings for economic 
development. Efforts should be made to induce the 
public to invest its savings in longer-term investments, 
which would help to accelerate economic development 
and, at the same time, permit the banking system to 
make a more constructive contribution in this field. 
The resources of the commercial banks should not be 
used exclusively to finance trade and industrial activi- 
ties, which, however, ought to be given due priority 
within the financing requirements of the entire economy. 
The real meaning of the relaxation or abolition of credit 
controls was to transfer the responsibility for such con- 
trols from the monetary authorities to commercial banks. 
However, the commercial banks do not appear to have 


met the obligations they have assumed following this 
transfer of responsibilities. 


Under present conditions, measures should be taken 
and efforts made in the following directions: First, the 
liquidity of the commercial banks should be subjected 
to stricter control. This would help to prevent a further 
excessive increase in credit expansion and improve the 
allocation of available financial resources. Second, the 
share capital of the commercial banks should be in- 
creased to establish a more appropriate ratio between 
their capital and reserves and their liabilities. This ratio 
has declined in recent years to about 5 per cent; in 
other financially advanced countries it is between 8 per 
cent and 12 per cent. Third, the interest paid on bank 
time deposits should be raised with the view to improv- 
ing the structure of bank deposits. Fourth, the domestic 
capital market should be mobilized to the greatest pos- 
sible extent. Investment in securities has recently become 
more attractive, but the confidence of the public at 
large depends on the issuance of dependable securities. 
The prospective new legislation regarding corporations 
is expected to exert beneficial results in this field. It is 
also important, however, that the business community 
recognize fully the need to eliminate the family char- 
acter of enterprises. Commercial banks, as well as the 
Economic Development Financing Organization and 
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the Industrial Development Organization, can and should 
play a significant role, with the result that fruitful bank- 
ing activity in development investment will gradually 
emerge, in which foreign firms may show an increasing 
interest. 

The Governor stressed that the maintenance of mone- 
tary stability is an indispensable precondition for eco- 
nomic development and the improvement of the stand- 
ard of living of the population. The advances made by 


Europe 


Iceland and the European Market Groupings 


The Icelandic Minister of Commerce was recently 
asked whether Iceland proposed to join one of the 
European regional economic associations. He replied 
that neither the European Economic Community (EEC) 
nor the Eurepean Free Trade Association (EFTA) had 
as yet made any final decision on those items which are 
of the greatest concern to the commercial interests of 
Iceland, i.e., on the rules that shall apply to trade in 
fish products. It is in Iceland’s interest that this trade 
be as free as possible, and that the products be sold 
where the customers need not pay a higher duty on 
Icelandic products than on the same kind of imported 
product already on the market. The EEC market is 
larger, but Iceland’s exports to the EFTA countries 
have been greater. The external tariff of the Common 
Market will be higher than that of the Seven. Iceland 
would improve its trading position more by joining the 
EEC than the EFTA; however, these matters cannot 
be regarded only from a commercial point of view. 


Iceland’s main problem is that membership in either 
organization would involve the obligation to abolish 
gradually all protective duties, whereas Iceland’s manu- 
facturing industries now depend in large measure on 
the protection of such duties. Also, Iceland could not 
become associated with these trade organizations unless 
it could retain its trade with the Eastern European coun- 
tries. On the other hand, if Iceland continues to remain 
outside both organizations its trading position with 
these countries will doubtless deteriorate during this 
new decade. The Minister was of the opinion that 
Iceland ought to investigate thoroughly the conditions 
under which Iceland would be allowed to participate. 


Sources: Althydubladid, Reykjavik, Iceland, Febru- 
ary 16 and 17, 1961. 


U.K. Overseas Trade 


The overseas trade position of the United Kingdom 
continues to improve slowly. Imports in March fell for 
the second successive month, after adjustment for 
seasonal variations, and at £375 million, c.i.f., were the 
lowest since June 1960. Exports in the first three months 


the Greek economy in recent years, and the prospective 
association with the European Economic Community, 
provide the basis for a cumulative process of economic 
growth which would ensure increasing incomes and 
employment. This, however, is conditional upon a gen- 
eral and timely mobilization of all efforts, private and 
public, in the right directions. 

Source: Bank of Greece, Report of the Governor for 

the Year 1960, Athens, Greece, 1961. 


of 1961, seasonally adjusted, were about 4 per cent 
higher than the average for 1960, while imports were 
up by only 1% per cent. The crude trade deficit on this 
basis averaged about £64 million a month during the 
first quarter of 1961, which probably represents a mer- 
chandise trade deficit, on a balance of payments basis, 
of £250 million to £300 million a year. 


Source: The Economist, London, England, April 22, 
1961. 


U.K. Industrial Production and Employment 

The index of industrial production in the United 
Kingdom (1954 = 100), which was 120 in Febru- 
ary 1961, has remained virtually unchanged since the 
beginning of 1960. Although production in a number 
of industries, particularly vehicles, fell in the closing 
months of 1960, the index dropped only slightly in that 
period, indicating the firmness of production in the 
capital goods and other industries. Activity in the motor 
vehicles industries has revived in recent months, but 
production figures for industry as a whole may be 
affected by any curtailment of demand for stockbuilding 
or by the actual reduction of stocks which seems to have 
started in a few industries. 

Unemployment between the middle of March and the 
middle of April dropped by slightly less than the normal 
seasonal reduction; on April 10 the total number of 
unemployed was 340,000, about 1.5 per cent of the 
total labor force. 


Source: The Economist, London, England, April 22, 
1961. 


Norwegian Import Liberalization 

Norway is in the process of removing about two thirds 
of its few remaining import restrictions on nonagricul- 
tural products. (See this News Survey, Vol. XIII, p. 59.) 
From April 1, toys, leather goods, and cleaned feathers 
for bedding were placed on the list of free imports. 
Curbs on a large number of additional goods will be 
removed from May 1, and the remaining restrictions on 
fertilizers will be lifted on July 1. 


After January 1, 1962, the main commodities still 
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subject to import restrictions will be ships, aircraft, 

television receivers, coffee, sugar, some vegetable oils, 

and alcoholic beverages. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., April 27, 1961. 


Economic Outlook in Sweden 


The economic expansion in Sweden is such that 
inflationary pressures have become an immediate threat. 
During 1960 the income of private persons increased 
by 10 per cent and that of companies by 18 per cent. 
The rise in production was 7 per cent, and business 
investments expanded by 8 per cent. The indications 
are that business activity will continue to expand dur- 
ing 1961. During the last half year the rate of increase 
in wages has set a new record. 

A rise of 1 or 2 per cent in costs is expected for 1961, 
but if the increase is any greater Sweden will be exposed 
to a domestic inflation which may seriously weaken its 
international competitive power. Labor market policy 
has a key role to play in this situation, because invest- 
ments can no longer be restrained by credit restrictions 
or monetary measures. Government borrowing has 
been strictly limited for the current budget year, 
and the increase in State investments has been reduced 
to 1 per cent. 

The Minister of Finance has asked that great restraint 
be exercised in the issue of permits for starts of new 
building projects. The local Labor Boards have been 
requested to wait until the third or fourth quarter 
before issuing permits for building projects that will 
take less than 12 or 14 months to complete. 
Svenska Dagbladet, 
April 26, 1961. 


Source: Stockholm, Sweden, 


Cash Reserve Deposits in Finland 


The Bank of Finland and the monetary institutions 
have reached a voluntary agreement regarding liquidity. 
In a statement on this subject, Mr. Klaus Waris, Gov- 
ernor of the Bank of Finland, said that during the 
first quarter of this year the monetary institutions’ depos- 
its from the public increased by Fmk 26.5 billion, 45 per 
cent more than in the same period last year. Deposits 
are expected to increase further, mainly because of the 
high level of national income, but also because the 
Government, on account of the high budget expenditure, 
will probably utilize cash reserves accumulated in recent 
years. The Bank of Finland regards it as important that 
part of the exceptionally large increase in deposits 
should be set aside to strengthen the liquidity of the 
monetary institutions and, to some extent, to ensure the 


continued extension of credit in case economic activity 
should decline. 


For a period of one year beginning May 1961 the 
monetary institutions have therefore agreed to deposit, 
in a special cash reserve account with the Bank of 
Finland, that part of the increase in deposits which 
exceeds 80 per cent of the increase in deposits in the 
corresponding period last year, up to a limit of 20 per 
cent of any future increase in deposits. The cash reserve 
deposits will carry an interest rate ¥2 per cent higher 
than the average deposit rate in the monetary institution 
in question, and will be returned in two installments, 
in August and November 1962. The agreement covers 
the commercial banks, the Postal Savings Bank, and 
those savings banks and other monetary institutions 
which at the end of April this year had deposits from 
the public amounting to at least Fmk 200 million each. 


The Governor added that the monetary institutions 
will have substantial scope for making future loans, 
since they will have at their disposal an amount at least 
equal to 80 per cent of the increase in deposits last year. 
The effect of the agreement on the credit market will 
thus be comparatively small. In view of the economic 
situation, larger reserve Gcposits might have been desir- 
able, but these could not be arranged on a voluntary 
basis. However, the Bank of Finland feels that the 
present agreement is satisfactory, and that it reflects a 
sincere wish on the part of the monetary institutions to 
support the monetary policy and to avoid fluctuations 
in the extension of credit. 


Source: Bank of Finland, Press Release, Helsinki, Fin- 
land, April 29, 1961. 


Lending Rates of the National Bank of Denmark 

With effect from April 20, the National Bank of 
Denmark has increased its interest rate for loans against 
securities (bonds, shares, and credit certificates) from 
6% per cent to 7 per cent. The increase in interest 
rates must be viewed in connection with the widening 
of the scope for such borrowing—in particular, the 
reopening of facilities for the refinancing of export 
credits (see this News Survey, Vol. XII, p. 540). 
Effective April 27, the rate for loans against credit 
certificates was reduced to 6 per cent. 
Sources: Bgrsen, Copenhagen, Denmark, April 19 and 

28, 1961. 


Lowering of German Discount Rate 


The Central Bank Council of the Deutsche Bundes- 
bank has lowered the discount rate by % per cent, 
to 3 per cent, with effect from May 5, 1961. It is hoped 
that market rates will also be quickly adjusted down- 
ward, to make effective the measures taken to discourage 
the inflow of foreign funds. The selling rates for money 
market paper, which were reduced on April 26, 1961 
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(see this News Survey, Vol. XIII, p. 131), were again 
reduced by a further % of 1 per cent, to between 
2% and 2% per cent. 


Source: Die Welt, Hamburg, Germany, May 5, 1961. 


Advance Repayment of German Postwar Debts 


In accordance with an agreement concluded in Bonn 
on April 25, 1961 by the Governments of the United 
States, the United Kingdom, and the Federal Republic 
of Germany, advance repayments totaling $776 million 
were made on April 28, 1961 by the Deutsche Bundes- 
bank on the remaining debt from postwar aid to Ger- 
many. The United States received $587 million, partly 
in deutsche mark, to be used when necessary for inter- 
vention in the exchange markets in support of the 
dollar rate against speculative pressures. This left 
$200 million to be settled in half-yearly installments 
from January 1, 1966 until July 1, 1987, as originally 
scheduled in the London Debt Agreement of Febru- 
ary 27, 1953. The remaining debt to the United King- 
dom, amounting to £67.5 million, was repaid in full. 
(See also this News Survey, Vol. XIII, p. 90.) It is 
expected that an agreement with France will be con- 
cluded shortly regarding the settlement of the remaining 
debt with that country ($5.3 million). 


Source: Deutsche Bundesbank, Monthly Report, Frank- 
furt am Main, Germany, April 1961. 


Foreign Bond Issues in Netherlands Capital Market 


The Netherlands Bank recently announced that the 
Netherlands capital market will be reopened to approved 
foreign bond issues of between f. 10 million and f. 50 mil- 
lion. The proceeds of the issues will be exportable in 
convertible guilders exchangeable at official market 
rates. Payments with respect to other security trans- 
actions continue to be settled through a free market, 
and to take place through special K accounts, the use 
of which is confined to such transactions. 


The Netherlands capital market has been closed for 
foreign issues since 1955, at first because lower long- 
term rates in the domestic capital market threatened to 
divert an indispensable part of domestic savings to 
foreign countries. In the boom years of 1956-57 the 
capital market tightened and long-term interest rates 
rose; but as local authorities are not allowed to pay 
more than certain maximum interest rates for borrowed 
funds, they were unable to raise sufficient long-term 
funds and were forced to finance a substantial part of 
their capital expenditure by short-term loans. Since 
1958, the prevailing liquidity in the Netherlands money 
and capital market has made it possible to consolidate 
most of this short-term debt, mainly through long-term 
issues by the Bank for Netherlands Municipalities, which 
is the principal financing agency of the local authorities. 


The Minister of Finance, commenting on the reopen- 
ing of the capital market for foreign bond issues, indi- 
cated that the decision was prompted by the continuing 
inflow of gold and foreign exchange and the consequent 
increase in domestic liquid assets. He expressed the hope 
that foreign loan issues would neutralize the undesirable 
repercussions of the inflow of short-term funds, and 
that the position of Amsterdam as an international 
financial center would be strengthened. 


Sources: Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, April 18, 1961; Neue Ziircher 


Zeitung, Ziirich, Switzerland, April 20, 1961. 


Middle East and Africa 


Budgets of the U.A.R. for 1961-62 


The budget estimates of the United Arab Republic 
for 1961-62 (year beginning July 1), which are pres- 
ently under discussion in the National Assembly, pro- 
vide for total public expenditure of LE 903.4 million in 
the two Regions, compared with LE 792.7 million in the 
1960-61 estimates, an increase of about 14 per cent. 
The U.A.R. projected public expenditure in 1961-62 is 
the equivalent of about 58 per cent of estimated national 
income in 1960-61 (LE 1,570 million). Public expendi- 
ture in the Egyptian Region is estimated at LE 773.8 mil- 
lion, an increase of LE 73.8 million (about 11 per cent) 
over the 1960-61 estimates, and in the Syrian Region 
at LS 1,152 million (equivalent to LE 129.6 million), 
an increase of about 40 per cent over 1960-61. Distrib- 
uted among the major categories, estimated public 
expenditure in 1961-62 in the U.A.R. is allocated as fol- 
lows: production sectors, LE 452 million; social services, 
subsidies, housing, and other services, LE 304 mil- 
lion; and external and internal security and justice, 
LE 147 million. 


The budget policy, as the main tool of achieving the 
economic goals of the U.A.R., is based on the following 
principles. Expanding public expenditure will continue 
to be financed less from tax revenues and more from 
revenues from public organizations and corporations. 
Current expenditure is to be limited, to allow a maxi- 
mum of public revenues to be diverted toward financing 
the development program, although the expansion of 
certain public services (especially education) is to be 
continued and basic consumption commodities increas- 
ingly subsidized. The cooperative movement and expan- 
sion of the export trade are to be encouraged, and 
budgetary appropriations are made for these purposes. 
Increased appropriations for the civil service are to be 
directed toward expanding the service rather than in- 
creasing remuneration. Finally, some of the organiza- 
tions implementing development projects are to be 
financed through loans from the development budgets 
rather than through subsidies and/or appropriations. 
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As in previous years, the U.A.R. budgets are com- 
posed of a unified budget, an ordinary budget for each 
of the Egyptian and Syrian Regions, a development 
budget for each Region, and a number of auxiliary 
budgets attached to the unified budget as well as to the 
ordinary budgets. 

Expenditure under the unified budget in 1961-62 is 
estimated at LE 141.1 million (LE 128.7 million in 
fiscal 1960-61) and is to be financed by a contribution 
of LE 109.7 million (LE 98.1 million) from the ordinary 
budget of the Egyptian Region and a contribution of 
LE 31.4 million (LE 30.6 million) from the ordinary 
budget of the Syrian Region. The bulk of appropria- 
tions under the unified budget (LE 121 million in 1961- 
62) are for defense expenditures; foreign affairs and 
other unified departments are also financed from this 
budget. Expenditure and revenue under auxiliary budg- 
ets attached to the unified budget are estimated at 
LE 112.8 million each (compared with LE 93.4 million 
in 1960-61), of which the share of the Egyptian Region 
amounts to LE 100.2 million, while that of the Syrian 
Region amounts to LE 12.6 million. 


Egyptian Region 


Revenue, expenditure, and surplus in the 1961-62 
ordinary budget for the Egyptian Region are estimated 
at LE 423 million, LE 335 million, and LE 88 million, 
respectively, compared with LE 370.9 million, LE 301.0 
million, and LE 69.9 million in the 1960-61 estimates. 
The increase in revenue, amounting to LE 52.1 million, 
is to come mainly from increases in the revenues of 
government organizations, such as the Suez Canal Au- 
thority, the Economic Organization, and the Misr 
Organization. The only increase in tax rates relates to 
a small increase in duties on tobacco and cigarettes, 
which is expected to yield about LE 6 million. The 
increase in ordinary expenditure of LE 34 million is 
accounted for by an increase of LE 11.7 million in the 
contribution to the unified budget, LE 7.2 million in 
subsidies for basic consumption items, LE 5.3 million 
for education and health services, LE 2.0 million in the 
public debt service, and LE 7.8 million in other de- 
partments. Total expenditure under the auxiliary budg- 
ets attached to the ordinary budget amount to LE 97.2 
million, an increase of LE 9.2 million over 1960-61. 
The main organizations with attached budgets in 1961- 
62 are the Railway Authority, the universities, the Tele- 
graph Authority, and the Post Office. 

Expenditure under the development budget of the 
Egyptian Region is estimated at LE 315 million, an in- 
crease of LE 29.2 million over the 1960-61 estimates. 
In addition to the estimated surplus in the ordinary 
budget, the development budget will be financed mainly 
from unspecified internal and external credit facilities. 
Distributed among the major categories, development 
expenditures in 1961-62 are allocated as follows: in- 


INTERNATIONAL FINANCIAL News Survey, Vol. XIII, No. 18, May 12, 1961 


dustry and electricity, LE 108.7 million; agriculture, 
irrigation, and drainage (including an appropriate por- 
tion of works under the High Aswan Dam project), 
LE 72.3 million; transportation, communications, and 
storage (including Suez Canal Authority projects), 
LE 74.5 million; housing, public utilities, and services, 
LE 53 million; and others and reserve, LE 6.6 million. 
Syrian Region 

The ordinary budget for the Syrian Region is esti- 
mated to be a balanced one, with expenditure and rev- 
enue (including a contribution of LS 7.2 million from 
the Egyptian Region) amounting to LS 552.4 million, 
an increase of LS 40.2 million over 1960-61. The in- 
crease in revenue is due largely to minor increases in 
some taxes and fees. The statistical fee on imports was 
raised from 2 per cent to 4 per cent (exceptions from 
this fee remain unchanged), and the increase in the 
yield is estimated to be LS 10 million. The new tax on 
television receivers is expected to yield LS 10 million. 
A small increase in the selling prices of cigarettes is 
expected to raise the revenue of the Tobacco Monopoly 
by LS 6 million. An increase of LS 18 million in oil 
transit dues is also forecast. The increase in expenditure 
goes mostly to education (LS 11.2 million) and to the 
Ministry of the Interior (LS 5.3 million). Total expendi- 
ture under the budgets attached to the 1961-62 ordinary 
budget is estimated at LS 162.4 million (an increase of 
LS 40.7 million over 1960-61) and is mainly for the 
Petroleum Public Authority and the Post, Telegraph, 
and Telephone Administration. 

The 1961-62 development budget for the Syrian 
Region provides for expenditure of LS 428.2 million, 
an increase of LS 174.2 million over 1960-61. Ex- 
penditure under the new budget includes LS 145.2 
million for industry and electricity, LS 121.9 million 
for public utilities and services, LS 102.3 million for 
agriculture, irrigation, and land reclamation, and 
LS 58.8 million for transportation and communications. 
For financing this budget, surpluses from various or- 
ganizations and institutions not covered by regular 
budgetary accounting will provide LS 268 million, while 
external sources are expected to provide LS 160 million 
(grants and credit facilities from the Egyptian Region, 
LS 45 million, and foreign credit facilities, LS 115 mil- 
lion). 

Sources: Al Ahram, Cairo, Egypt, April 12 and 13, 
1961. 


Moroccan Credit fo Guinea 


On April 23, 1961, the Moroccan Government 
granted to Guinea a ten-year credit of Dh 10 million 
($2 million), to be used by Guinea mainly for the pur- 
chase of equipment in Morocco. This is the first credit 
to be granted abroad by Morocco. 


Source: Le Monde, Paris, France, May 3, 1961. 
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Banking and Currency in Nigeria 


During 1960 the banking system in Nigeria and the 
activities of the Central Bank continued to expand. The 
money supply increased from £107.6 million at the end 
of 1959 to £117.1 million at the end of 1960. 


Deposits with the commercial banks increased by 7 
per cent during the year, to £70 million; the increase 
occurred largely in time and savings deposits. The com- 
mercial banks’ total assets increased by 19 per cent, to 
£119.5 million, the most significant increase being the 
rise of 40 per cent over the year in total loans and 
advances. The rise in loans and advances was especially 
marked in the agricultural and general commerce sec- 
tors. The total number of commercial bank branches 
operating in Nigeria increased to over 200 by the end 
of 1960. 

The replacement of West African Currency Board 
notes by national currency was completed during the 
year. However, at the end of 1960 Currency Board 
coins valued at about £10 million were still in circula- 
tion in Nigeria. 

Source: Central Bank of Nigeria, Annual Report and 
Statement of Accounts for the Period Ended 
December 31, 1960, Lagos, Nigeria. 


Far East and Australasia 


Indian Investment Policy 


The Indian Ministry of Commerce and Industry is 
formulating instructions for the handling of applica- 
tions for the approval of foreign investments. Although 
no major change is contemplated in the policy in effect 
since 1949, it will be required that the loan capital of 
a company must not exceed twice the equity capital. 
This follows a recent decision that all companies, with 
or without foreign participation, will be expected to rely 
more on equity capital than on loan finance, in order 
to spread the ownership of stock in Indian industry and 
to meet the growing public demand for investment op- 
portunities. The Government is already encouraging 
wholly foreign-owned subsidiaries to throw open a part 


of their equity capital for subscription by Indian na- 
tionals. 


The new instructions are also expected to contain a 
comprehensive list of industries in which foreign in- 
vestment should be approved by the licensing au- 
thorities without reference to higher officials. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., April 24, 1961. 


Industrial Relations in Malaya 

The number of labor disputes in the Federation of 
Malaya has fallen from 213 in 1956 to 39 in 1959 and 
37 in 1960. The improved situation has been ascribed 


to the joint efforts of workers, employers, and govern- 
ment officials, and to the generally favorable economic 
situation. 


Source: Embassy of the Federation of Malaya, News 
Bulletin, Washington, D.C., April 15, 1961. 


Balance of Payments of Japan 


Japan’s trade receipts and payments in the first quar- 
ter of 1961 resulted in a deficit of $192 million, com- 
pared with a deficit of $48 million in the same period 
of 1960. Including the deficit in other current trans- 
actions of $57 million, the total current deficit of $249 
million was far larger than that for the same period of 
1960 ($67 million). However, the deficit was more than 
offset by a large inflow of foreign short-term capital, 
amounting to $383 million. 


The deterioration in the trade position was due to a 
marked slackening in exports, especially in those to the 
United States, and to a considerable increase in im- 
ports, chiefly required for the continued economic ex- 
pansion in Japan. The large inflow of foreign short- 
term capital reflected mainly an increase in import 
usance bills outstanding (caused by the extension 
effected in November 1960 in the term of the bills 
from a maximum of 90 days to 120 days) and a con- 
tinued inflow of Euro-dollars to nonresident free yen 
accounts. 


For the fiscal year 1960-61 (ended March 31, 1961), 
current transactions showed a deficit ($70 million) for 
the first time since fiscal 1957-58, whereas net receipts 
on account of capital transactions were the largest ever 
recorded ($677 million). According to the Ministry of 
Finance, official reserves increased by $636 million dur- 
ing fiscal 1960-61, to a record figure of $1,997 mil- 
lion at the end of March 1961; at the same time, foreign 
short-term liabilities reached $1,444 million, including 
$220 million on balances of nonresident free yen ac- 
counts and $975 million of usance bills outstanding. 


Sources: Nihon Keizai Shimbun, Tokyo, Japan, April 20 
and 21, 1961. 


Australian Wool Prices and Production 


The revival in wool prices in Australia, evident in 
the early months of 1961, continued into April, when 
sales values were some 15 per cent higher than in 
January. The Australian National Council of Wool 
Selling Brokers estimates that wool production in the 
1960-61 season will be 1,616 million pounds (greasy), 
about 1 per cent higher than the previous forecast made 
in July 1960 but about 4 per cent lower than the clip 
of 1,690 million pounds in 1959-60. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, April 22, 1961. 
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Western Hemisphere 
Economic Developments in Peru 


The Peruvian Council of Ministers has announced 
that government expenditures on economic development 
in 1961 will exceed S/. 1,700 million (about US$63 
million). The development program, comprising road 
building, the opening up of new lands, and agrarian re- 
form and housing, will be financed with credits from 
the Export-Import Bank and the Development Loan 
Fund, in addition to Treasury funds from the 1960 
budgetary surplus and appropriations from the 1961 
budget. Foreign credits equivalent to $/. 1,300 million 
($48 million) have been authorized so far. Loans pro- 
vided by the Export-Import Bank will cover imports of 
machinery and equipment, while loan proceeds from 
the Development Loan Fund will be used to defray 
expenditures in local currency. 


Source: Banco Continental, News Letter, Lima, Peru, 
April 26, 1961. 


Investment Activity in Argentina 


Private investment activity in Argentina is expected 
to be very brisk in 1961, according to a survey made by 
the Buenos Aires Stock Exchange among enterprises 
whose shares are quoted on the local market. Of the 
590 firms surveyed, 371 had firm plans for new invest- 
ments in 1961 totaling M$N 38 billion (almost US$475 
million), and another 22 firms had investment projects 
under study. The largest share of the projected in- 
vestments is earmarked for the metallurgical industries, 
followed by building materials, paper and pulp, chemi- 
cal, automobile, textile, sugar, and food processing in- 
dustries. 


The high level of investment activity expected in 1961 
represents a continuation of the trend observed last 
year. In 1960, gross domestic investment, in real terms, 
exceeded the 1950-59 average by 30 per cent. Invest- 
ment in the durable goods industries was particularly 
high, surpassing the 1950-59 average by 64 per cent in 
real terms. Imports of machinery and vehicles ac- 
counted for 43 per cent of total imports in 1960, com- 
pared with 26 per cent in both 1958 and 1959. 


In addition to domestic investments, the Govern- 
ment approved projects submitted by foreign companies 
for investment in Argentina totaling some US$300 mil- 
lion in 1959-60 and US$50 million in the period 
January 1-March 13, 1961. 


Sources: La Nacién, Buenos Aires, Argentina, Janu- 
ary 11, February 4 and 5, and April 28, 
1961; Bank of London & South America 
Limited, Fortnightly Review, London, Eng- 
land, April 8, 1961. 


Dominican Republic Central Bank Functions 


On April 4, the Central Bank of the Dominican Re- 
public was designated by Decree 6577 as the depository 
for government funds, in place of the Banco de Re- 
servas, which formerly held these funds. The decree 
followed other recent measures which expanded the 
functions of the Central Bank (see this News Survey, 
Vol. XIII, p. 120). 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., April 24, 1961. 
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Overseas Trade 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 








